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bring out with equal clearness the really remarkable progress that 
has been made during the century in caring for at least one class of 
dependents, — destitute and defective children. Together the four 
works supplement one another, and leave the reader in that state 
of aggressive optimism that is most favorable to progress. 

Henry R. Seager. 

Uber Kartelle. By Dr. Josef Grunzel. Leipzig, Duncker 
& Humblot, 1902. — viii, 330 pp. 

Das Grundgesetz der Wirthschaftskrisen und ihr Vorbeugmittel 
im Zeitalter des Monopols, By R. E. May. Berlin, Ferd. Dummler, 
1902. — 146 pp., with six tables. 

The public has become so familiar with the spread of the trust or 
consolidation movement in America and Great Britain that it will 
come almost as a shock to many to learn that industry on the conti- 
nent of Europe is organized in a form of combination in which fusion 
constitutes an exceedingly small part. The failure of terminable asso- 
ciations in Britain and the United States has been so flagrant that it 
must be surprising alike to the economist and to the business man to 
see that in other countries the kartell or syndicate can, and will 
apparently for a long time, hold the trust at bay. Yet there are known 
to be in Germany at least 300 such kartells (Herr May estimates 
500), 80 dealing with trade and 220 with production, and of these 
80 belong to the metal industries, 40 to glass, stone and clay, 30 to 
the chemical industries, 20 to textiles and 10 to coal, food and paper. 
There are at least a hundred in Austria ; they are dominant in 
France, and all the new industries of Russia are syndicated. Dr. 
Grunzel gives a very full account of the development of kartells in 
Austria, a fairly full account for Germany and Russia and a rather 
sketchy description of the movement in other countries. We may 
add that there are a large number of kartells of different kinds in 
Britain — a fact with which Dr. Grunzel is imperfectly acquainted, to the 
detriment of some of his theorizing. One important feature, however, 
differentiates the British kartells from similar organizations on the 
.continent, — their smaller power over their members ; in fact their 
resolutions are advisory rather than mandatory. Leaving Britain out 
of account we still have a movement of remarkable extent and impor- 
tance, and every one who feels concern at the part which Germany is 
taking in the world commerce and at the growing strength of Austria 
and Russia will do well to study very carefully Dr. Grunzel's admirable 



1 62 POLITICAL SCIENCE QUARTERLY. [Vol. XVIII. 

book. As secretary of the Central Union of Austrian Industri- 
alists, he has occupied a position which every student of industrial 
organization must envy him, and he has utilized his opportunities in 
a way which should evoke the hearty gratitude of every economist. His 
classification is thorough and is illumined with extracts from by-laws 
and with examples which would scarcely have been available to any 
one else. It is hardly possible to run into overpraise, but we will 
content ourselves with saying that the book is indispensable to every 
student. On some points, it is true, it is open to criticism, but these 
do not seriously detract from its great merits. 

Taking his definition of a kartell or syndicate as a voluntary 
association of independent manufacturers formed to regulate pro- 
duction and prices, we see that it is a form applicable to a great 
variety of purposes. The contract of agreement is framed for a term 
of years, usually from one to five, and is enforced by penalties detailed 
in the stipulations. Dr. Grunzel thinks that the kartell and the 
trust are not merely different stages of development of the same 
principle of association, but that they are essentially different in 
nature ; and he bases this opinion partly on the terminable character 
of the kartell and partly on the fact that the kartell is applicable 
only to business in the same industry, whereas the trust may include 
several industries. On this point we are compelled to decide against 
him, because not only does an unsuccessful kartell generally precede 
the formation of a trust, but several British examples can be given, 
notably J. & P. Coats, Limited, where the trust or amalgamation has 
actually grown out of a syndicate, — a development which, Dr. Grun- 
zel says, has never taken place on the continent. In an ascending 
scale Dr. Grunzel classifies kartells according as they regulate the 
conditions of sale, fix prices, limit output, divide territory, divide out- 
put, conduct a common sales' agency and facilitate export. All these 
regulate supply, but they may, in any of their forms, also regulate 
demand either for labor or raw materials. The first two classes are 
those with which combination generally begins, but as they do not 
deal with the problem of overproduction they usually fail. Limitation 
of output is also a temporary expedient to remedy an evil after it has 
come into being, while division of the market is only possible in 
exceptional circumstances, such as international kartells. There is 
thus a steady impulse towards the formation of the two highest forms 
of kartell, — the division of output and the sales' agency. In the 
former production is reckoned over a period of three or five years, and 
the total thus ascertained is taken as the basis for production throughout 
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the duration of the syndicate ; each of the associated firms produces 
its former quota, and new business is divided. in the same proportions ; 
in another and higher form a proportion of the profits is paid into a 
common fund and shared in an agreed proportion, thus automatically 
repressing individual overproduction. The sales' agency includes the 
allocation of output, and in its highest form buys from the several 
establishments their produce at a "normal" price and divides the 
surplus actually obtained in the ratio of output. The export kartell 
is to some extent a cross division, but its separate enumeration is 
justified by its object. Either the home market is to be cleared of an 
existing glut, or a surplus is produced for export in order to keep the 
home mills running full. Dr. Grunzel justifies the sale of goods 
abroad below the home price on the ground that by the economies 
resulting from the greater output the cost and price of the goods sold 
at home are also reduced. Yet here he disregards certain evils; thus 
Herr May reports German glass workers as explaining the reduction 
of their trade in 190 1 because " neighboring countries can get German 
coal cheaper than we can up the country, and this continually pushes 
our industry out of the world market." 

Dr. Grunzel is also inclined, we think, to underestimate the extent 
to which kartells force up prices and to undervalue the impulse 
which their terminable character gives to extortion. A trust, being 
permanent, can afford to take long views, but a kartell must exploit 
the passing moment. Since he is a firm believer in kartells as an 
improved form of industrial organization, and claims that they are a 
necessary outcome of the desire to escape the ruinous effects of com- 
petition, Dr. Grunzel naturally does not think that free trade would 
prevent or destroy them. Nor does he approve of giving a govern- 
ment power to reduce the tariff if a trust or syndicate raises prices, 
since that would injure the non-associated manufacturers, and the 
existence and uncertain exercise of such a power would seriously 
disturb trade. But he holds that a syndicated industry, through its 
greater economy of production, requires less protection than one in 
which the manufacturers are all independent, and that this should be 
taken into consideration on the normal revisions of treaties and 
tariffs. This is a useful point for American politicians. Examination 
of business books by government officials, he thinks, would prove 
futile, owing to the lack of detailed knowledge on the part of the 
inspectors. For the same reason he condemns the proposal that 
resolutions relating to prices and output should be submitted to a 
government department for approval. Even the communication of 
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these resolutions for information and record would, in his opinion, 
prove a mistake, since if no action were taken official approval would 
be assumed. 

These are all criticisms worthy of consideration, but Dr. Grunzel's 
contributions to the subject of state control are not merely negative ; 
he has positive proposals as well. Every kartell, no matter what its 
purpose or form, should, as a condition of legalization, be compelled 
to register itself and deposit its by-laws and amendments of them 
with a state department for publication. Such registered kartells 
would have full legal capacity, including the right to sue; on the 
other hand, the department would have power to require explanation 
of any transaction regarding which complaint should be made, or to 
make inquiries on its own initiative whenever it should deem public 
interests to be affected, and if improvement should not be made, regis- 
tration might be canceled and the business activity of the kartell 
seriously hampered, if not destroyed. A trust could hardly be 
resolved into its original elements, but yet it seems not impossible 
to extend with much advantage Dr. Grunzel's method of control to 
trusts as well as to kartells. In any case his suggestion is a valuable 
one and remarkable, coming from a man in his position. 

Herr May's book is useful were it only that incidentally it gives 
some striking details as to the effects of the kartells on German 
trade and industry, especially in the coal and iron industries in 1900- 
1901. He also gives from official sources lists of average prices in 
Hamburg, and Germany generally, which are valuable apart from 
the purposes for which they are quoted. In another aspect the book 
is interesting. Herr May is a follower of Bernstein in professing 
socialist doctrines less rigid theoretically than the true Marxian faith, 
and it is curious evidence of the flux of thought in Germany that he 
regards nationalization of industry as impossible, owing to the growing 
tendency of trusts to become international. Doubtless he exagger- 
ates the tendency, and the development is too young yet for any one 
safely to dogmatize ; still it is a new point to consider. His main 
thesis is that an industrial crisis must arise whenever prices cease 
to fall and wages to rise, together, in equal proportion to the pro- 
ductivity of labor ; when* this want of relation occurs there is "over- 
production." This is simply another way of stating the view, much 
held of recent years, that " overproduction " is but another name for 
"underconsumption," brought about by the mal-distribution of 
incomes. He holds that the productivity of labor, which is steadily 
increasing, is absorbed by the increase in the profits of capital, the 
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increase in unemployment owing to the use of machinery, and the 
rise in the cost of existence owing to the advance in prices, — tenden- 
cies which are hastened by the growth of trusts. A long series of 
index numbers are examined to show that high prices have always 
introduced a crisis, and he certainly has the support of the Industrial 
Commission in saying that trusts tend to widen and retain the mar- 
gin between cost of production and sale prices. On the other hand, 
he does not seem sufficiently to discriminate between the cases of the 
United States and Germany. With the persistent growth in the home 
demand unemployment has not increased in the former, while the 
industrial crisis in Germany was precipitated by reckless financing. 
The necessity of a highly paid working class to tend costly machinery 
the compulsion on the trusts not to offend the political power of the 
workers, the modern trade principle of stable prices as shown in the 
policy of the Steel Trust — these, too are points which modify his 
conclusions to an extent which he has not fully considered. 

Passing over these points there still remains a great deal of truth 
in his views. His remedy is the legal limitation of the profits of capi- 
tal to seven per cent, an additional one per cent being allowed where 
it is shown that an increased productivity has been aimed at, and a 
similar deduction being made where there has been no such attempt. 
We can add to his arguments the legal regulation of railway rates and 
gas profits in Britain, and the fixed freight rates recently stipulated 
for by the New Zealand government in establishing the new steam- 
ship line to Cape Colony. As Herr May himself admits, the subject 
is a very difficult one, and provision would have to be made to pre- 
vent evasion in the shape of stock watering, excessive or secret 
reserves, etc. Yet at the present moment every suggestion is to be 
welcomed, and Herr May's arguments deserve consideration. Finally, 
in view of the development of export kartells in Germany, already 
referred to, it is interesting to observe that Herr May, after examin- 
ing German export trade in detail, concludes that it is " unimportant 
compared with the home production and not fitted to act as a safety 

valve in case of a glut in the home market." TT , ir . , 

& Henry W. Macrosty. 

London, England. 

Credit. By J. Laurence Laughlin. University of Chicago 
Press, 1902. — 4to, 28 pp. 

Professor J. Laurence Laughlin, in a brief monograph constituting 
one of the " Decennial Publications " of the University of Chicago, 



